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Friday, December 18, 2009 

Jennifer J. Johnson 
Secretary 
Board of Governors of the Federal Reserve System 
20th Street a n d Constitution Avenue, Northwest 
Washington, DC 2 0 5 1 1 

Re: Proposed Changes to Closed-End Mortgages Rules (Docket No. R-1366) 

Dear Ms. Johnson: 

Nearing 18 years exper i ence in the m o r t g a g e a n d real e s t a t e industry, my knowledge 
of h o m e financing is ou tweighed only by my dedica t ion to providing quality service to 
my clients - the homeowner . When I first r e a d the p roposed rule a m e n d i n g Regulation Z 
I automatical ly was reflected b a c k to the subprime m o r t g a g e industries c o m p l e t e a n d 
ignominious failure. Initially the subprime market was a promising e x c r e s c e n c e 
augmen ta t ion of the real e s t a t e market for homeowners that d e e m e d themselves 
worthy of s e c o n d c h a n c e s but quickly turned into a mishandling desecra t ion of 
m a l f e a s a n c e for the unbeknownst homeowner resulting in the onslaught a v a l a n c h e 
annihilation of the h o m e o w n e r industry as w e o n c e knew it. In the subprime's p e a k of 
growth the lending process was b a s e d on risky loans with no risks involved to the loan 
originator only to the new homeowner . The plethora of unknowledgeab le homeowners 
with no a g e n d a on how to retain their new h o m e was brought on by the loan 
originators ineptness not to supply the client with the n e e d e d tools for the new 
homeowner - Knowledge. With this being said I a g r e e addit ional consumer protection 
in the residential m o r t g a g e loan process is n e e d e d a n d should b e implemented . 
However, I h a v e d e e p concerns with the proposals regarding loan originator 
compensa t ion a n d how this affects the homeowner ' s best interest. 

My clientele d a t a b a s e is m a d e up of r e p e a t customers b e c a u s e I t ake pride in 
providing t op notch cus tomer service with the client unders tanding the whole h o m e 
process transaction from beginning to e n d . Before the e n d of the transaction the 
clients h a v e felt they h a v e rece ived a h o m e pu rchase 101 class ranging from 
reviewing, unders tanding a n d deciding on different financing options to decipher ing 
the HUD prior to closing resulting in an A+ in class. To a c h i e v e this with all of my clientele 
takes a g rea t d e a l of time. As with any other service there is an allotted time es t imated 
in the beginning of the job . If the job entails more time a n d services than es t imated in 
the beginning, t he servicer is c o m p e n s a t e d for the additional t ime a n d cha rges . This 
s a m e premise applies to the current compensa t ion for the loan originator. In order to 
c o m p e n s a t e for going over the es t imated time n e e d e d to review the c u m b e r s o m e 
a m o u n t of information with the client before complet ing the h o m e transaction a 
slightly higher ra te or fee is c h a r g e d . Often, the client will op t to h a v e a higher ra te to 



r e d u c e their closing costs b e c a u s e they unders tand I will not c h a r g e a n origination fee 
on the higher ra te this in turn will r e d u c e their final closing costs. 

If t he p roposed rule prevents m o r t g a g e lenders from paying a d e q u a t e compensa t ion 
to their loan officers for transactions with unforeseen barriers, loan officers will b e more 
inclined to d o a quick overview of the loan transaction with t h e client rather than 
taking the time to g o over the entire loan process s tep by s tep turning wha t the client 
sees initially as tedious boulder bar r icades into the straightforward, uncompl i ca t ed 
s tepping stones of owning a h o m e . Loan originators primary focus would b e to 
c o n c e n t r a t e on producing more units closed to m a k e u p for t h e loss r evenue with this 
proposal rather than achieving a fully knowledgeab le homeowner . The unfortunate 
c o n s e q u e n c e of this proposal is it will m a k e it e v e n harder for many deserving 
consumers to obtain a m o r t g a g e loan in deserving communities d u e to lack of 
knowledge of the process a n d programs resulting in a whole new cyc le of the 
ineptness loan officer not having a knowledgeab le new h o m e o w n e r a t the conclusion 
of their t ransaction. 

If the Board a d o p t s the p roposed restrictions on loan originator compensa t ion , the 
limits should apply only to riskier products that were at the heart of the subprime 
meltdown. The convent ional loans d o not c r e a t e the s a m e potential for a b u s e . The 
Board should exc lude these loans from the restrictions on loan originator compensa t ion 
a n d allow for pricing discretion on these loans. 

Bottom-line, the compensa t ion structure, the documen ta t i on structure, the Regulation Z 
structure does work when you h a v e a cognizant loan originator doing the transaction. 
So the new SAFE Act requirements for loan originators, including extensive background 
checks and rigorous testing and continuing education requirements will significantly 
dissipate the past abuses that brought on the onslaught of restrictions. The Board should 
wait to allow the SAFE Act a c h a n c e to work before implementing restrictions that are 
burdensome to the client as more documents to sign rather than the comprehensive 
knowledge they retained from the competent loan originator. 

O n c e aga in , thank you for the opportunity to c o m m e n t on the p roposed rule. 

Respectfully submitted, 
signed 
Rhett Broussard 


